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To the Stockholders of 
S. S. Kresge Company: 


Detroit, Michigan 
February 25, 1944 


We submit for your information this thirty-second Annual Report of 
the S. S. Kresge Company and its wholly owned subsidiaries. The S. S. 
Kresge Company, Limited, a subsidiary, is incorporated under the laws of, 
and operates stores in, the Dominion of Canada, while the other subsidiary, 
Mount Clemens Pottery Company, a Michigan Corporation, is a manufac¬ 
turer of dinnerware. 

Sales The sales volume for the year 1943, at $206,040,378, is again the 
greatest enjoyed by the companies, exceeding that of 1942 by 
$7,360,535, or 3.70%. These 1943 sales exceed those of 1929, the high point 
prior to 1940, by $49,583,646, an increase of 31.69%. 

Profits Net earnings, after charging all expenses of the business, in¬ 
cluding a provision for Federal and Dominion Income and Ex¬ 
cess Profits tax, and after provision for certain post-war problems, com¬ 
mented upon later in this report, amounted to $8,476,875. This amount is 
equal to $1.54 per share of common stock outstanding. The foregoing 
figures are comparable with $7,982,281 and $1.45 per share in 1942. 

Before making provision for Federal and Dominion Income and Excess 
Profits taxes, the 1943 net profit of the companies amounted to $24,206,875. 
This was a 12.37% increase over that of the preceding year. The increased 
profits being subject to Excess Profits taxes in their highest brackets, the 
net profit, after taxes, reflects the retention by the Company of only 18.55% 
of the increased earnings. 

The cost of taxes of all kinds in 1943 amounted to $20,709,695, which 
is $3.75 per share of the stock. This cost represents 10c of each sales dollar. 
The comparable 1942 cost was $18,410,437, or $3.34 per share—or 9.27c 
per sales dollar. This cost is high but is not more than may be expected, 
with the world at war. 

The distribution, as between interested groups, of the Companies’ net 
income is shown by the statement of Sales, Income and its Distribution on 
the last page of this report. 

Dividends Dividends paid in Cash during 1943 amounted to $1.20 
per share and totaled $6,587,858. Payments were made to 
23,418 stockholders quarterly, in March, June, September and December, 
of 25c per share. An extra dividend of 20c per share was included with the 
December payment. 

The dividend distribution represented 77.72% of the year’s net earnings, 
comparable with 79.09% distributed in 1942. The remaining $1,889,017 
has been retained in the business against the needs of the post-war period. 
This sum retained is but slightly larger than that of last year. 







Current Assets The companies’ current assets total $78,411,130, at 
December 31, 1943. This sum is an increase of 
$11,442,100 over that at the same date last year. 

Cash in banks and on hand, at $32,168,816, is in excess of that at the 
preceding year-end by $5,153,877. Investment in United States and Canada 
government securities, at $16,231,418, also shows an increase, of $3,407,292. 
An additional $6,000,000 of U. S. Government bonds were purchased 
in January, 1944. Cash and government securities combined totaled 
$48,400,234, or $8,561,170 more than at the end of 1942. It should be 
noted that current liabilities show an increase over last year of $6,225,435. 
We continue to believe that a strong cash position is desirable, if the com¬ 
pany is to fulfill its moral and economic obligations and take advantage of 
its opportunities in the post-war era. 

Merchandise inventories, at $29,403,418, are $2,743,261 above those 
of December 31, 1942. The increased inventories reflect the effort to provide 
merchandise for an increased sales potential. Valuation is at the lower of 
cost laid down in the stores or current market. A fair margin for selling 
expenses and profit has been recognized in all valuations. As commented 
upon later, under Reserves, provision has been made for possible future 
declines in inventory values. 


Current Liabilities Liabilities for current accounts total, at December 

31, 1943, $32,517,706, an increase of $6,225,435 
over the preceding year-end. Unpaid trade accounts payable are higher 
than last year by $2,957,309, due to heavy merchandise receipts in December. 
Owing to higher profits, there is also an increase, of $2,737,410, in the pro¬ 
vision for Income and Excess Profits Taxes. The increased accrued taxes 
liability relates wholly to the, amounts retained from employees, under 
the provisions of the Withholding Tax law enacted in 1943. 


Reserves Amounts considered adequate to cover possible costs have 
been added to reserves previously established for fire, public 
liability, compensation and other casualty losses or claims not otherwise 
insured. 

There has been added in 1943 to the Reserve for Possible Post-war 
Adjustments of Merchandise Values, first established in 1941, an additional 
$756,000, without benefit of any saving in Income or Excess Profits taxes. 
This provision is equivalent to 13.7c per common share. The addition is 
made in view of the increased inventory on hand at the year-end. We 
believe that such added provision is advisable if our statements are to 
reflect, with greater accuracy, the long term results of operations during an 
abnormal period. 

A new reserve in the amount of $500,000 (9c per share) has been 
provided from 1943 earnings, also without benefit of tax saving, for the 
costs of post-war re-employment adjustments of our personnel returning 
from military service. We have a moral as well as a legal responsibility to 
the men and women of our organization now in the armed services which 
we intend shall be fulfilled. This reserve is a tangible recognition of 
that obligation. 











Store Program It has not been possible, because of restrictions caused 
by the war, to provide more than necessary main¬ 
tenance and repairs to store properties and equipment in 1943. Our program 
of modernization and improvement, now suspended, will be resumed as 
soon as practical. 

During 1943, we closed 10 stores and consolidated 8 units into 4. One 
location was lost to us, for the present, through fire. There was operating 
at December 31, 1943, a total of 716 stores, of which 654 were in the United 
States and 62 in Canada. 

General Comment Conditions under which business was conducted 
in 1943 were not easy, and yet the overall results 
reflect an improvement in volume and earnings over the previous year. 
We are striving for smoother and more efficient operations of all branches, 
and these should appear with the easing of employment and merchandise 
supply situations. 

A year ago we reported 1,145 associates and employees in the Armed 
Forces—now that number is a total of 1,602, with 1,475 from the parent 
organization and 127 from our Canadian company. Regretfully we report 
a total of 15 casualties, and our sympathy is extended to the families of 
those who will not return. 

We take pride in the way our people have responded in the purchase 
of War Bonds and their contributions to agencies of relief, with particular 
acknowledgment to sales groups for the campaigns of selling War Bonds 
to the public. 

It appears that 1944 may be a year similar to 1943, in most respects, 
and we have every confidence that the loyalty and ability of our entire 
organization may be depended upon to stand the test. Plans are well under 
way to meet the known problems when victory is attained and peace is 
restored. 

We express our appreciation to all who, in any measure, have con¬ 
tributed to the satisfactory completion of another year for your Company. 

By Order of the Board of Directors 



President 







S . S . K R E S G 

(A MICHIGAN 

AND SUBSIDIA 

CONSOLIDATED 

DECEMBER 31, 


ASSETS 


Current Assets: 

Cash in banks, in transit and on hand.. 

U. S. A. and Canadian Government securities, at cost. 

Miscellaneous accounts receivable, less reserve_ 

Merchandise and materials on hand and in transit, at 
lower of cost or market.-_..___ 


1943 1942 

$ 32,168,816 $ 27,014,939 

16.231.418 12,824,126 

607,478 469,808 

29.403.418 26,660,157 
S 78,411,130 S 66,969,030 


Other Assets: 

U. S. A. Government securities deposited in escrow, at cost 

Miscellaneous securities, at cost, less reserve.. 

Post-war refund of excess profits tax......._ 


$ 98,581 

184,605 
2,217,500 
S 2,500,686 


$ 98,747 

124,735 
937,500 
$ 1,160,982 


Deferred Charges: 

Unamortized leasehold expenses, advance rentals, pre¬ 
paid insurance, supplies and other expenses_ S 3,618,917 $ 3,701,426 


Fixed Assets: 

Land and buildings, at cost..... 

Less —Reserve for depreciation 


Leasehold improvements, at cost less amortization.... 


$ 58,036,397 
10,690,932 
$ 47,345,465' 

$ 17,536,681 


$ 58,336,686 
10,280,729 
$ 48,055,957 
$ 19,223,863 


Fixtures and equipment, at cost... 

Less —Reserve for depreciation. 

Leaseholds as valued in 1916, less amortization 


$ 26,229,537 
16,884,978 
$ 9,344,559 
S 237,822 
S 74,464,527 
$158,995,260 


$ 26,328,328 
15,809,736 
S 10,518,592 
S 246,597 
$ 78,045,009 
$149,876,447 


Note: 

The only foreign subsidiary company is in Canada. The accounts of that company at December 31, 1943 and 
1942, are included in the consolidated balance sheet in United States dollars amounting to $3,011,609 at 
December 31, 1943, and $2,066,133 at December 31, 1942, for net current assets and deferred charges converted 
at the official exchange rate on those dates, $9,869,540 at December 31, 1943, and $10,016,025 at December 
31, 1942, for capital assets converted at the approximate exchange rates at dates of acquisition and $110,000 
at December 31,1943, and $129,000 at December 31,1942, for long term liabilities converted at the approximate 
rates of exchage at dates incurred. The results of operations of this subsidiary (net profit of $637,873 in 1943 
and $598,908 in 1942) are included in the consolidated income account in United States dollars converted as 
to depreciation charges at the rates applied in conversion of the related assets and as to other items at the 
official exchange rate which remained constant throughout the two years. 


J. E. HEARST. 

Comptroller 







































E COMPANY 

'corporation 

LY COMPANIES 

BALANCE SHEET 

1943 AND 1942 


LIABILITIES 


Current Liabilities: 

Accounts payable—trade—.....- 

Accrued taxes, expenses and miscellaneous accounts pay¬ 
able... 

Provision for U. S. A. and Dominion of Canada income 

and excess profits taxes (estimated)... 

(Tax anticipation notes of $8,090,000 held at December 
31, 1943, and $10,100,000 at December 31, 1942, are 
included in current assets) 

Real Estate Mortgages and Land Contracts, 

Including $36,076 at December 31, 1943 and $296,832 at 
December 31, 1942 due within one year_ 

Reserves: 

For fire and casualty losses, public liability and compensa¬ 
tion claims.. 

For optional payments (not to exceed $645,000 per 
annum) for purchase of past service annuities under 

retirement pension plan adopted in 1941_ 

For possible post-war adjustments of merchandise values- 
For post-war re-employment adjustments.__ 


Capital Stock and Earned Surplus: 

Capital stock— 

Authorized 10,000,000 shares of $10.00 par value 
Issued 5,517,881.7 shares including 27,960 shares in 

treasury._ 

Earned surplus per statement attached.. 

Less —Cost of 27,960 shares in treasury_ 


To the Board of Directors and 
The Stockholders of 

S. S. Kresge Company: 


1943 

$ 8,827,535 
6,505,485 
17,184,686 


$ 32,517,706 


$ 1,203,652 


$ 2,994,967 


1,195,000 
3,180,000 
500,000 
$ 7,869,967 


$ 55,178,817 
62,941,395 
$118,120,212 
716,277 
$117,403,935 
$158,995,260 


1942 

$ 5,870,226 
5,974,769 
14,447,276 


$ 26,292,271 


$ 1,319,484 


$ 2,790,774 


1,800,000 

2,424,000 


$ 7,014,774 


$ 55,178,817 
60,787,378 
$115,966,195 
716,277 

$115,249,918 

$149,876,447 


We have examined the consolidated balance sheet of S. S. Kresge Company (a Michigan corporation) and 
subsidiary companies as at December 31, 1943, and the consolidated statement of income and earned surplus for 
the year then ended. Our examination was made in accordance with generally accepted auditing standards appli¬ 
cable in the circumstances, and included such tests of the accounting records and other supporting evidence and 
such other procedures as we considered necessary. 


In our opinion, the accompanying consolidated balance sheet and related consolidated statement of income 
and earned surplus present fairly the position of S. S. Kresge Company and subsidiary companies at December 31, 
1943, and the results of their operations for the year, in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 

PRICE. WATERHOUSE & CO. 

Certified Public Accountants 

Detroit, Michigan, 

February 25, 1944. 








































S. S. KRESGE COMPANY 

AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENT OF INCOME AND EARNED SURPLUS 
FOR THE YEARS ENDED DECEMBER 31. 1943 AND 1942 

Year 1943 Year 1942 

Sales......-.-.. $206,040,378 $198,679,843 


Cost of merchandise sold and operating, general and 

administrative expenses, less income from rentals $171,354,278 $166,078,570 

Taxes—other than Federal income. — 4,979,695 4,851,437 

Provision for depreciation and amortization--— 3,686,068 3,740,263 

$180,020,041 $174,670,270 

$ 26,020,337 $ 24,009,573 

Other income: 

Interest received_ 167,645 56,833 

Miscellaneous.....— 73,222 49,723 

$ 26,261,204 $ 24,116,129 

Other deductions: 

Interest___$ 42,316 $ 53,552 

Loss on disposal of fixed assets, lease cancellations, 

etc. 756,013 1,180,296 

$ 798,329 $ 1,233,848 

Profit before taxes on income__— $ 25,462,875 $ 22,882,281 


Provision for U. S. A. and Dominion of Canada in¬ 
come taxes (estimated): 

Normal taxes and surtaxes__$ 5,200,000 $ 5,202,000 

Excess profits taxes__ 11,810,000 9,294,500 

Post-war excess profits tax refund (deduct)_ (1,280,000) (937,500 ) 

$ 15,730,000 $ 13,559,000 
Balance...„._......._.. $ 9,732,875 $ 9,323,281 


Provision for possible post-war adjustments of mer¬ 
chandise values. .. $ 756,000 $ 1,341,000 

Provision for post-war re-employment adjustments. 500,000 _ — 

$ 1,256,000 $ 1,341,000 

Profit transferred to earned surplus-- $ 8,476,875 $ 7,982,281 

Earned surplus at beginning of year- 60,787,378 58,573,452 

Add —Saving in taxes on income, resulting from de¬ 
ductible payments for purchase of past service 

pension annuities__ 265,000 545,000 

$ 69,529,253 $ 67,100,733 

Deduct —Cash dividends on common stock—$1.20 a 
share in 1943—$1.15 a share in 1942_ 6,587,858 6,313,355 

Earned surplus at end of year_ $ 62,941,395 $ 60,787,378 

Note: 

Payments of $645,000 in 1943 and $650,000 in 1942 for purchase of past service annuities were charged 
to the reserve set aside for that purpose from surplus account in 1941. Such payments diminished taxes 
on income by approximately $265,000 in 1943 and $545,000 in 1942. The amount of tax saving has 
been treated as an expense in the income account and added to surplus. 


J. E. HEARST 

Comptroller 






























































BALANCE SHEET AND INCOME ACCOUNT COMPARISONS 


For your information comparative data relative to the balance 
sheet and income account has been prepared, after giving effect 
where necessary to a reclassification of certain items in prior years. 


Year 
End 
Dec. 31 

Excess of Cash 
and 

Gov’t Securities 
Over 

Current Liabilities 

Ratio of 
Current 
Assets 
to 

Current 

Liabilities 

Net 

Working 

Capital 

Percentage of 
Year End 
Inventories 
to Sales 

1934 

$ 4,606,532. 

2.49 to 1 

$23,068,987. 

13.16 

1935 

4,948,429. 

2.65 to 1 

22,997,537. 

12.84 

1936 

4,801,258. 

2.72 to 1 

24,872.062. 

13.24 

1937 

5,046,110. 

3.18 to 1 

26,832,341. 

13.88 

1938 

10,513,904. 

3.55 to 1 

28,853,355. 

12.10 

1939 

12,204,476. 

3.31 to 1 

31,311,465. 

12.20 

1940 

12,372,492. 

3.14 to 1 

32,773,550. 

12.66 

1941 

7,344,370. 

2.70 to 1 

34,970,716. 

15.46 

1942 

13,546,794. 

2.55 to 1 

40,676,760. 

13.42 

1943 

15,882,528. 

2.41 to 1 

45,893,424. 

14.27 


Year 
End 
Dec. 31 

Percentage 
of Fixed 
Assets 
to 

Total 

Assets 

Bank Loans 
and 

Funded Debt 

Net Earnings 
as Reported 

Dividends 

Declared 

Per 

Sales 

Dollar 

Per 

Common 

Share 

Per 

Sales 

Dollar 

Per 

Common 

Share 

1934 

60.95 

$19,172,153. 

$.071 

$1.76 

$.035 

$ .85 

1935 

63.21 

8,909,429. 

.074 

1.83 

.04 

1.00 

1936 

64.13 

6,216,615. 

.074 

1.98 

.049 

1.30 

1937 

65.04 

4,263,344. 

.069 

1.94 

.042 

1.20 

1938 

64.93 

4,080,012. 

.060 

1.63 

.044 

1.20 

1939 

62.59 

3,394,637. 

.068 

1.89 

.043 

1.20 

1940 

61.04 

2,284,975. 

.063 

1.82 

.047 

1.35 

1941 

57.65 

1,215,895. 

.054 

1.71 

.042 

1.35 

1942 

52.07 

1,319,484. 

.040 

1.45 

.032 

1.15 

1943 

46.83 

1,203,652. 

.041 

1.54 

.032 

1.20 




















SALES INCOME AND ITS DISTRIBUTION 
YEARS 1943 AND 1942 


AMOUNT 


% TO SALES 


PARTICULARS 

1943 

1942 

1943 

1942 

Sales. 

Amounts taken in for merchan¬ 
dise sold. 

$206,040,378 

$198,679,843 

100.00 

100.00 

Cost of merchandise sold and 
expenses, exclusive of taxes, 
salaries and wages and inter¬ 
est paid. 

142,332,506 

138,978,930 

69.08 

69.95 

Balance. 

$ 63,707,872 

$ 59,700,913 

30.92 

30.05 

The amount remaining to pay 
taxes, wages and interest and 
including the net income of 
$8,476,875 in 1943 and 
$7,982,281 in 1942. 

DISTRIBUTION 





1. Taxes.. 

$ 20,709,695 

$ 18,410,437 

10.05 

9.27 

Real estate, personal prop¬ 
erty, State and Federal 
franchise and income 
taxes, sales taxes, licenses, 
etc. 

2. Salaries and Wages. 

The employees* share. 

33,222,986 

31,913,643 

16.12 

16.06 

3. Interest paid for use on bor¬ 
rowed money 

42,316 

6,587,858 

53,552 

6,313,355 

.02 

.03 

4. Cash Dividends.. 

3.20 

3.18 

Paid to stockholders for use 
of their money—$1.20 on 
each share in 1943 and 
$1.15 on each share in 
1942. 

5. Earnings retained in the busi¬ 
ness, including the reserves 
provided for possible post¬ 
war adjustments in mer¬ 
chandise values and post¬ 
war re-employment ad¬ 
justments-.- 

3,145,017 

3,009,926 

1.53 

1.51 



































